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EDITORIAL DEPARTMENT NOTE 


It is only in recent years that the controllership function has been 
definitely recognized in American business, and there is still a consid- 
erable difference of opinion as to the particular sub-functions which 
the position of controller should encompass. The first article in this 
issue of the Bulletin presents a logical argument for the inclusion of 
the task of co-ordination as an important function of the controller. 


The author « 


f this article, James E. McMullen, has served as con- 
troller of The Colorado Fuel and Iron Corp. for the past five years. 
A native of Nebraska, he is a graduate of the University of Denver 
and received his early business experience while serving as Cost 
Accountant for the Denver Fire Clay Co. Later, having been granted 
the C. P. A. certificate, Mr. McMullen entered the public accounting 
field, spending seven years in public practice before assuming his 
present position. The present paper was presented before the Denver 
Chapter 

The second article in this issue of the Bulletin is a case study, 
illustrating how one company secured a better distribution of its 
product through the development of a branch organization. This 
article, dealing with the method of branch control used by this com- 
pany, is by Mervyn M. Schade, Assistant Treasurer of the Conti- 
nental Rubber Works of Erie, Pa. Mr. Schade received his early 
education in the public schools of Erie and subsequent training at the 
University of Pittsburgh and Pennsylvania State College. He joined 
his present employer in 1922 as sales correspondent and served sub- 
sequently as General Accountant, Tax Accountant and Cost Account- 
ant. In his present position as Assistant Treasurer he supervises all 
uccounting and auditing for his Company. Mr. Schade is at present 


serving as Treasurer of our Erie Chapter. 


Articles published in the Bulletin present many different viewpoints 
In publishing them the Association is not sponsoring the views ex- 
pressed, but is endeavoring to provide for its members material which 
will be helpful and stimulating. Constructive comments are welcomed 


and will be published in the Forum Section of the Bulletin 
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THE CONTROLLER AS CO-ORDINATOR 


By J. E. McMullen, Controller, 
The Colorado Fuel & Iron Corp., Denver, Colo. 


HE use of the title “controller” to designate the person in 

charge of the accounts of a business seems to be a recent de- 
velopment. During the seven years which the author spent in pub- 
lic accounting he never dealt with a controller. He met several 
auditors, chief accountants and head bookkeepers, but never a con- 
troller. [*rom all this you may conclude that the title of controller 
is synonomous with several others. Many hold similar positions 
to mine in their respective companies, although their titles may be 


different. 


Growing Importance of Controllership Iunction 


The controllership function, by whatever title it is designated, is 
a function which has grown rapidly in importance during recent 
years. The dependence of the mechanics of our industrial system 
on accounting or controllership has never been so great as it is to- 
day. The language of business is, in a large measure, the language 
of accounting. Yet, an operating executive complained just the 
other day that all that the accounting department did was to write 
history. 

At one time, possibly, the chief requirement of the accountant 
was to record as faithfully as possible the dollars and cents story 
of the day to day transactions of his business and to summarize 
those transactions in report for his owners when called upon to do 
so. Of course, this requirement still exists. In fact, it has been im 
measurably extended. Never was there a time when more business 
history was required by the stockholders; by the investing public 
(which, by the way, has become almost an archaic term) ; by vari- 
ous governmental and other agencies whose purpose it is to protect 
those stockholders and that investing public; by management ; by 


trade associations; by taxing agencies—and on—and on—and on! 


Accountants Making History in Addition to Recording It 


Accountants do, and must, write history. Not only because it is 
required of them, but what is equally important—because history 


1121 








N. A. C. A. Bulletin June 1, 1941 





is the record of someone’s experience, that of a nation, an indi- 
vidual or a business, and experience is the lighthouse erected in the 
past, without which it would be impossible to avoid many a pitfall 
of the future. 

However, it is not enough merely to record some other person’s 

or some other department’s—“footprints on the sand of time.” 
If controllers accepted only this responsibility today, they would 
have to plead guilty to the implied accusation of the operating ex- 
ecutive. However, there is no need to tell a group of practical ac- 
countants that this is no longer true. Accounting has, indeed, re- 
moved its green eye shade, taken the pencil from behind its ear, 
and assumed a position in the front office, where gradually it is 
learning to make history in addition to recording it. The develop- 
ment of this “history-making” responsibility of the controller fur- 
nishes the background for this paper. 

It is assumed that it is now clear that where the term, controller, 
is used, it is not meant necessarily as an individual. Throughout 
most of this discussion the term controller will be used indiscrimi- 
nately to denote not only the person who holds that title but his 
whole departmental staff as well. 

The transition of the controller’s or accounting department from 
its high stool, pencil-behind-the-ear days to the present time quite 
clearly follows the pattern of swift industrial growth; the ever- 
increasing number and complexity of the tax laws; the growing 
maze of governmental regulations; all of which, in turn, demand 
improved efficiency, flexibility and economy on the part of the 
business organization in order to survive. In these days, it is truly 
said that business has to “run like hell to stand still.” 

What are these added responsibilities which have been placed 
upon the controller? They vary somewhat in different companies 
depending upon the size of the concern, the character of its busi- 
ness, its organizational setup, and to quite an extent upon the abil- 
ities of the controller and his staff. Personally, the writer places 
the functions of the controller’s department under five different 
headings. These classifications are his own because the real au- 
thorities on the subject do not agree with them in all respects. Let’s 


give them the “once-over lightly.” 
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The Accounting Function 

The first classification is the accounting function. Under this 
heading include the maintenance of adequate financial records of 
the business—the wide variety of ledgers, journals, and subsidiary 
records of all kinds. This function also includes the preparation of 
all necessary reports to management, to stockholders, to depart- 
ment heads, to the government, etc. The duty of interpreting these 
reports to interested parties is likewise a part of this accounting 


function. 


The Auditing Function 

The second function of the controller’s department is the audit- 
ing, or the policing function. This is the requirement placed upon 
the controller to see that an adequate system of internal auditing 
and control be maintained and constantly supervised. The power 
to manage a business enterprise carries with it the power to control 
the assets of that concern. The controller has the responsibility 
(and it is not always a pleasant one) of policing that control so as 
to keep inviolate the trusteeship which has been delegated to man- 
agement, and which management, in turn, delegates for the most 
part to subordinates. Under this heading also come the require- 
ment to provide for audits by outside independent accountants, and 
the recurring contacts with the auditors which are called for as a 


part of this assignment. 


The Tax Function 

The third classification is called the tax function. On this sub- 
ject the author finds himself shaking his head. It is said that the 
only sure things are death and taxes. It is to be wondered if many 
present-day business executives haven't arrived at a state of mind 
where they would prefer the former to the latter. Even though 
taxes today are consuming a larger share of the national income 
than ever before, and even though it is certain that they will be 
much worse before they can be better, business men are resigned to 
that. They even feel sincerely that higher taxes are now funda- 
mentally necessary. The point is, to paraphrase a popular jingle, 


that it is not so much the size of the tax they collect, as how they 
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collect it. There could be cited the capital stock tax law, the new 
excess profits tax law, recent trends in supreme court decisions, 
etc., but this is not the place for it. 

The controller's place in all this is two-fold. First, he is charged 
with the responsibility of keeping the enterprise in strict con- 
formance with the laws, as he and his advisers can best interpret 
them—filing the correct reports within the specified time limits. 
This is no small task in itself. And second, he is charged with the 
responsibility of interpreting the effect of these multitudinous laws 
to management in an effort to shape the course of the affairs of the 
concern into those channels least dangerous to it from a tax stand- 
point—abiding by the law, at all times. Sometimes this seems to 
require the agile grace of a toe dancer, and is fraught with the 
desperation of an Eliza crossing the river on cakes of ice in the 
dead of winter. One often finds himself in the predicament of the 
motorist who was arrested by the constable as he was passing 
through a small town. “What traffic law have I violated?” the 
motorist demanded indignantly. “Danged if I know,” said the con- 
stable, “but you couldn’t have come all the way up Main Street 


without bustin’ one of ’em.” 


The Forecasting and Planning Function 

The fourth classification of the controller’s duties is one of the 
most interesting. This may be called the planning or the forecast- 
ing function. Under this heading come budgeting and the neces- 
sary forecasts upon which such budgeting depends. The controller 
is charged with the responsibility of, at least, the mechanical 
preparation of budgets. In some concerns he also acts as the 
budget director and is clothed with the prerequisite authority. 

Business planning is the keystone of resourceful management, 
and such planning must largely rest upon a carefully prepared 
forecast of future conditions. The budget is, or should be, the in- 
strument which delineates those plans. Our company has just re- 
cently installed a complete budgetary control system, and the effect 
of it on our operations is a most interesting development. This 
category of planning would also include such activities as statistical 


and market research. 
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The Co-ordinating Function 

This has been a lengthy introduction for only now is reached the 
fifth and main classification of the controller's duties, the co-ordi- 
nating function. It also brings some difficulties, for research 
work in preparation revealed that this particular phase of con- 
trollership has never been well defined. In fact, there are very few 
places where it has been specifically mentioned. 

A look at the by-laws of a typical company on the subject of the 
controller’s duties might disclose about the following : 


g 
“The controller shall be chief of the Accounting Depart- 
ment, and have general supervision of the books and papers 
relating thereto. 
“He also shall perform such other duties as may be as- 
signed to him by the President, the Board of Directors, or the 


executive Committee.” 


No mention there of co-ordination. The controller finds that not 
only is co-ordinating a phase of his work only vaguely recognized, 
but that possibly many of his activities may be tainted with ultra 
vires. Therefore, this exploration of what is conceived as one of 
the functions of a controller sets out on an unchartered course. 

Now let’s see what is meant by a co-ordinator. Webster defines 
a co-ordinator as “one who gives a common action, movement, or 
condition to; or one who regulates and combines so as to produce 
a harmonious action ; who adjusts ; who harmonizes.” 

In their text on Managerial Control, Glover and Maze ap- 
proach this theme a bit more closely when they say: ‘Co-ordina 
tion in organization means the act of placing an activity in har- 
monious or reciprocal relationship with all other activities.” They 
go on to say: “An enterprise must concentrate its energies along 
the line of its objective. Each organization unit within the whole 
must bear its burden and perform its appropriate share of the 
work based on its particular functions. This cannot be accom- 


plished without co-ordination.” 


The Controller as Co-ordinator 


Is it contended that it is the responsibility of the controller to 
keep all phases of a business in harmony with each other? De- 
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cidedly not! This is primarily the duty of the chief executive of 
the enterprise. Though the responsibilities of the controller have 
increased during recent years, they do not assume the character of 
those of the chief administrative officer. 

Just where, then, does the controller fit into this picture of co- 
ordination? The familiar words, “Uneasy lies the head that wears 
a crown!” has its modern counterpart in today’s problems of in- 
dustrial management. All have laughed sarcastically at pictures of 
the busy button-pushing executive, trying to carry on conversations 
simultaneously over a battery of telephones, while dictating to two 
or three secretaries, getting a hair-cut, having his shoes shined and 
eating lunch all at the same time. Funny? Yes! Farfetched? Per- 
haps! And yet—possibly not so farfetched, after all. 

Consider the day-to-day problems which can confront a harassed 
executive: Sales are off, profits are down. Stockholders are begin- 
ning to write nasty letters. The treasurer reports that one of the 
firm’s largest customers has just gone into bankruptcy. A bond 
issue is about to mature and must be refinanced. The engineering 
department reports that a large part of the plant is obsolete and 
must be immediately replaced. The government has just slapped 
on a large additional assessment for income taxes. The union is 
threatening to strike, and to top it all off, the sales manager and the 
operating superintendent can’t get along and are calling each other 
names. These things don’t, of course, hit the executive all at once, 
but there are days like that! The professional juggler who keeps 
fifty balls going in the air at once is akin to the modern executive, 
and it would be small wonder if once in a while one were not 
dropped. 

While it is the responsibility of the chief executive to produce 
the required harmony in his organization necessary for co-ordina- 
tion, it is a physical impossibility for him to shoulder all of the 
details which this requires. Some phases, at least, of this respon- 
sibility must be delegated to a staff officer. The officer best quali- 
fied for that delegated responsibility is the controller. There are 
two reasons for this. 


Reasons for Controller's Assignment as Co-ordinator 


First, the controller is the only officer in the company, other 


than the chief executive, who sees the company and its operations 
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as a whole. It is true that he sees them through different eyes than 
does the executive. The various operating heads report directly 
to the president, but the results of their work are all put together 
piece by piece to form a complete picture for the controller. Like 
the nerve system in the human body, the accounts of a company 
reach into every part of the industrial body and carry their mes- 
sages back to the nerve center. The controller is, or should be, the 
first to sense a lack of co-ordination between any members of the 
bi dy corporate. 

The argument for the position of the controller as co-ordinator 
is justified on still another ground. It has been inferred, half seri- 
ously, that to be a co-ordinator a controller must pry into affairs 
not of his concern. This needs explanation. 

Ask any business man seriously why he is in business. [ixing 
you with a cold and icy stare as much as to say, “Why do you 
waste my time on such fool questions?” he will give you the obvi- 
ous answer, “To make a profit, of course.” And yet, quite often 
one sees concerns being run as though their sole aim was: (1) to 
sell more goods than their competitors; or (2) to sell more goods 
this year than they did last year; or (3) to produce a product, or 
products, merely because such products have always been pro- 
duced by that company; or (4) to satisfy the demands of one par- 
ticular customer, or a particular group of customers only; or (5) 
to experiment with certain pet social theories. But these objec- 
tives are important only to the extent to which they contribute to 
the company’s earnings. 

Only through profits earned by selling at a fair price, while 
paying fair wages, in fair and open competition, can a business 
justify its existence. Then and only then will disastrous price 
cutting and vicious competitive practices be curbed. Then and 
only then will employees be reasonably secure in their jobs. Then 
and only then will the free flow of capital into industry be restored. 

The controller’s department has no more serious a responsibil- 
ity, in the author’s solemn judgment, than to see that this primary 
objective is kept uppermost in the minds of every responsible of- 
ficial of the company at all times. In effect, this department should 
be the testing laboratory for every policy or major decision made 


in the company. The controller should not only have the right, but 
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it should be his duty, to enter all departments of the business and 
to apply the acid test of profitability to any departmental proced- 
ure or company policy. If this premise is sound, and many agree 
that it is, accounting is truly in the history-making, as well as in 
the history-recording end of the business. 

Some very interesting facts are likely to be disclosed when the 
application of the profit measuring stick is applied to company 
policies. Let’s consider a few, briefly, starting with the sales pol- 
icies, since the profit and loss effect of policies in this department 


can more directly be measured than in any other. 


The Controller and Sales Policies 

l‘or several years it has been a part of the cost accounting pro- 
cedure in our company to allocate fixed operating costs, or burden, 
between the actual time various units are in operation and the time 
they are idle. That portion of such fixed operating costs attribu- 
table to actual operating time becomes a part of the cost of the 
items produced, and thus is carried through inventory accounts and 
from there, as sales are made, to cost of sales. That part of fixed 
operating expenses attributable to idle time is charged direct to 
profit and loss under the caption of idle plant expense. 

This procedure has much to recommend it to all manufacturing 
concerns. It does two things. First, it prevents an inflation in the 
inventory accounts during the period elapsing between production 
and sale; and second, it is a constant signal insistently reminding 
sales and other officials of the loss which the company is incurring 
by allowing plant facilities to remain idle. In the so-called “heavy 
industries” this idle plant loss may become severe due to the rela- 
tively high ratio of fixed operating costs to the total costs. This 
loss is, of course, in addition to the profit on the sales which other 
wise would be earned if volume were sufficient to keep the mills 
OC cupied. 

In this situation the controller should institute two inquiries. 
l‘irst, have the controllable operating costs been reduced to a point 
consistent with the curtailed operating rate; and second, what ef- 


fective steps can be taken to increase sales? At this point the con- 


troller applies the profit test to sales policies. His investigation may 
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convince him that the situation is entirely an economic one, com- 
pletely beyond the control of management. On the other hand, 


here are some conditions which he may uncover by a painstaking 


analy sis of sales history and policies : 


1. The company is confining its sales effort to too restricted 
an area, rather than covering the entire area within which 
competitive, cost and freight factors will permit it to op- 
erate, 

2. The sales effort may be concentrated in certain portions 
of the company’s territory to the neglect of other parts in 
which sales and profit potentials are much greater. 

3. The sales effort may be concentrated on particular prod 
ucts of the company to the detriment of other and more 
profitable products in the company’s line. 

1. The company’s method of distribution—direct, through 

jobbers, or dealers, whatever it may be—may not be the 

most efficient method. 

The company is losing sales by reason of a poor quality 


ui 


of product, or by not being able to furnish a complete line 


of items. 


While these are not all of the internal factors which may bring 
about decreased sales, they are representative of a longer list. In 
co-operation with the officials of the sales department, the con- 
troller may offer such recommendations as the following to correct 


the situation: 


1. An extension of sales areas, together with an appropria- 
tion for additional salesmen, increased advertising and 
promotional activities. 

2. The establishment of careful standards or quotas for 

salesmen, and the adoption of other methods of measur- 

ing their efficiency. 

The adoption of a bonus or a commission method of com- 


w 


pensating salesmen to stimulate sales and to reward the 
most productive effort. 

1. An educational program for the benefit of salesmen to 
acquaint them with the relative profitability of each item 
in their list of products. 


1129 








N. A. C. A. Bulletin June 1, 1941 





5. Special sales campaigns to stimulate sales of the more 


profitable items. 


on 


». The addition of new products to round out the line sold 


by the company. 


It should be understood, of course, that it is not within the 
province of the controller to decide which, if any, of these meas- 
ures should be undertaken. His recommendations, however, sup- 
ported by carefully prepared studies weighing costs against results 
should lead to sound conclusions on the part of others. His role is 
that of a diagnostician and not that of a surgeon. So much for 


the sales department. 


The Controller and Purchasing Policies 

Despite the fact that we were capable of producing a certain 
group of items ourselves, our Company, until just recently, had 
for a long period of years purchased them on the outside. They 
were items which we have not specialized in although other con- 
cerns have done so. The decision to buy on the outside had been 
made as a result of a comparison of our standard manufacturing 
costs and of the outside purchase price. The outside price was 
lower. Although our standard costs were accurate, our cost de- 
partment was never satisfield with that decision. Finally, by a care- 
ful analysis, they proved that there were certain periods in our 
cycle of operations wherein the factor of idle plant savings came 
into play. During such periods these items could be produced at 
a cost less than the outside purchase price. This was called to the 
attention of the proper officials and a new operating schedule was 
set up. We are again producing these items, and substantial sav- 
ings have been effected. 

By applying the profit test, the controller can oftentimes be of 
assistance to the purchasing department in other matters. There 
is one concern in which a certain imperishable raw material con- 
stitutes one of the primary costs of manufacture of their product. 
This material is purchased on the open market at market prices 
which are subject to rather violent fluctuations. It so happened that 


in the late Fall of 1937 this concern found itself with a very large 


supply of this material on hand for which it had paid a high unit 
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cost. At that time the market dropped severely and the company 
was forced to absorb a heavy inventory loss. 

As a result of this loss the controller decided to investigate the 
company’s buying policies with reference to the item. He discov- 
ered that for a long period of years it had been the policy of the 
company to purchase such material in large quantities only when 
there was an indicated early need for it. Ordinarily this would 
seem to be a sound policy. The catch was that when this company 
had an immediate need for the item there was also a large industry- 
wide demand for it. Hence, when they were in the market, prices 
had already been forced up by such demand, and a high price was 


paid. When prices reached the low point in their cycle the com- 
pany was out of the market. 

When this matter was discussed with the purchasing depart- 
ment it was found that they were familiar with the situation, but 
that their hands had been tied by the requirements of the financial 
department. By paying high prices at the top of the price cycle the 
company was unable to accumulate sufficient cash to take advan- 
tage of the low point in the price cycle. When the losses caused by 
this policy were pointed out to management, the necessary financial 
arrangements were made to correct the situation. 

The controller had also assigned his statistical analysts to this 
problem. By analyzing the market quotations over a period of 
years, it was found that these quotations followed certain uniform 
trends year in and year out. Almost invariably the price reached a 
high point during certain months of the year and then followed a 
downward trend for a number of months. These price character- 
istics were reported to management with the result that, until the 
war influence was felt, most of the estimated year’s requirements 
of this material were purchased at, or close to, the bottom of the 


annual price cycle, at a large saving. 


Justifying Plant Investments 

Problems of plant improvement are vital to management. The 
board of directors and the president are often under great pres- 
sure from the operating department to expend large amounts of 
money to change or add to present facilities. Or, perhaps, the 
pressure may come from the sales department to add new prod- 
ucts, involving a heavy cash outlay, to the manufactured line. 
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Arguments of decreased costs and increased sales are the heavy 
guns which are wheeled in and brought to bear. This is a common 
problem in co-ordination which should first be turned over to the 
controller for analysis. The controller should investigate the bene- 
fits to be obtained from the proposals. Sometimes this may be done 
independently by the cost analysis department and by the market 
analysis department, or data furnished by the operating or sales 
departments may merely be checked. At any rate, the benefits 
should be verified and carefully balanced against the required cash 
outlay and the effect of such outlay on the company’s financial 
position, before a final decision is made. Failure to follow this 
procedure may easily result in serious trouble, either from over- 
expansion with its concurrent problem of debt load, or from un- 
derexpansion, an even more pernicious loss source, which often 
results in the constriction of markets due to inability to cope with 


more foresighted competitors. 


Inventory Control 


Without a doubt, the most complex and perplexing problem in 
co-ordination in many manufacturing concerns is that of inventory 
control. In many companies inventories constitute the major part 
of their current assets. The efficiency displayed in handling them 
may easily spell the difference between profit and loss. 

This problem is of some concern to almost every department in 
the business including sales, operating, finance, taxes and insur- 
ance. A large part of the work of the controller's department deals 
with the various phases of the question. As a part of the account- 
ing function of the department, accurate physical inventories must 
be taken and priced, and accurate perpetual inventory and cost 
records must be maintained. As a part of the auditing function, 
proper safeguards against theft and fraud must be installed and 
supervised. However, it is the co-ordinating function of the con- 
troller’s department with which we are dealing here. 

Each department mentioned exerts a different kind of influence 
on the inventory problem. Operations, for instance, are primarily 
interested in continuous and efficient production, which to them is 
synonomous to low operating cost figures. Their interest in inven- 


tories per se is only secondary. The sales department’s primary 


objective is to provide that kind of service which will produce the 
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greatest amount of sales. To them, the ideal inventory would be 
one which contains the maximum of any item which might be 
ordered by any customer at any time. The financial department 
knows that it must provide the cash to pay for such inventories. 
The treasurer looks hungrily at the size of the inventory and en- 
visions how well an equal amount of cash would look in the bank 
account. His Utopia would be one where not a wheel moves in the 
plant to produce an order until the cash is in the bank. 


The Objective 

Here, indeed, is a problem in co-ordination which will test the 
ingenuity and astuteness of any executive. [ach of the depart- 
ments mentioned above regards the inventory problem as secondary 
to its main departmental needs. As a consequence, the controller’s 
profit measuring stick, in order to satisfy all of the demands of the 
situation, must take on some of the flexible characteristics of a new 
deal dollar. It requires almost constant analysis, checking and con- 
sultation to achieve even a moderate degree of success. 

The controller knows, for instance, that an insufficient supply of 
stocks on hand to meet the demands of the trade means the loss of 
customer good will, or an actual loss of sales. He also knows that 
a periodic expansion and contraction of inventories is one of the 
best means of maintaining an even flow of production through the 
manufacturing plant. Erratic production can result only in in- 
creased operating costs, increased payroll taxes, inability to hold 
experienced operating personnel, and in many other ways can have 
but an adverse effect on company profits. The answer to these par- 
ticular problems seems to indicate relatively high inventories. 

On the other hand, the controller is equally cognizant of the 
losses which a company may incur as a result of excessive inven 
tories. A sudden unforeseen drop in market prices or a shifting 
of customer demand may destroy almost overnight a major part 
of the company’s working capital. The controller is familiar with 
the principle of velocity with reference to inventory turnover. He 
knows that a dollar invested in unneeded inventory is at best a 
lazy dollar, and at worst a dead dollar. Continuous inventory 
losses at the end of an accounting period can very easily induce the 
controller to seek the solace of an early grave. He also knows the 


amount of the unnecessary costs which must be borne by the com- 
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pany for taxes, insurance and handling in order to carry excessive 
stocks. 

The controller’s task is to measure the relative importance of 
each of these conflicting factors and to try to wind up with the 
proper answers. The objective of the company should be to main- 
tain sufficient stocks, (1) to insure a reasonably economical flow 
of production, and (2) to prevent lost sales because of low inven- 


tories, but (3) that not a dollar of inventory be carried in excess 


of these requirements. Needless to say, it is doubtful whether the 
exact point of this balance can ever be absolutely determined, and 
if determined, whether it could be maintained. Nevertheless, it is 
an objective worth struggling for. 

This discussion has dealt generally with the problem of co-ordi- 
nation in connection with finished goods inventories only. Material 
and supply inventories likewise present many interesting problems, 
but space will not permit a full discussion of them. Many are the 
inventory problems which we have in our Company, and interest- 


ing the steps we are taking to solve them. 


Other Problems 

These have been a few of the various phases of this question 
of co-ordination. There are more. The problems of income, ex- 
cise, payroll and general property tax co-ordination alone could 
furnish material for a whole volume. The question of wage and 
salary co-ordination between the various departments of a busi- 
ness is likewise an interesting and important subject. 

There is, however, another aspect of the question, touched upon 
ilready at various points, which should be briefly mentioned. 

In any well organized concern the duties, responsibilities and au- 
thority of each division or department are well defined and estab- 
lished. This is as it should be. Every department thus stands on its 
own feet, fulfilling its own particular function for the benefit of the 
whole. Friendly competition often develops between these divisions 
to see which can conduct its own operations most efficiently. This, 
too, by and large, is a salutary situation, but only so long as these 
lepartments appraise their importance with relation to the whole. 


Sometimes this natural rivalry and the natural differences in ob- 


jectives as between departments may have an adverse effect upon 
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the profits of the company. This applies to the controller’s depart- 


ment as well as to any other. 


Examples 

For example, the credit department in its zeal to reduce credit 
losses to a minimum may exert sufficient pressure on sales policies 
to affect sales volume seriously. Or, vice-versa, the sales de- 
partment may have sufficient prestige to override the credit depart- 
ment and thus cause excessive bad debt losses. The operating 
department oftentimes may be reluctant to change its methods of 
operation to incorporate innovations made necessary by competi- 
tion, with the result that sales are lost. Conversely, the sales de- 
partment may insist upon the production of new items at a sub- 
stantial cost before markets have been fully appraised. Sometimes, 
even subsidiaries of the same parent company may forget that they 
are all members of the same family. 

These are loss leaks which may develop to the point where they 
would reach the attention of a chief executive, if the controller 
did not trace them to their source and point out the adverse results 
of this lack of co-ordination. Fortunately, such situations are rare 
and not at all difficult to correct when they do develop. 

Like the modern automobile, the modern business enterprise has 
become a rather complicated mechanism. For maximum results, 
each component piece of both mechanisms must mesh exactly with 
all of the other parts. Without lubricating oil an automobile will 
soon burn itself out. Co-ordination in a business enterprise is the 
lubricating oil which greases its cylinders, the transmission and the 
differential, and permits it to function. Without co-ordination 


there can be no effective organization. 
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CASE STUDY OF BRANCH OPERATIONS 


By Mervyn M. Schade, Assistant Treasurer, 
Continental Rubber Works, Erie, Pa. 


HE Company whose operations are described in this article has 

endeavored for a number of years to secure adequate distri- 
bution of its products through the usual media, such as jobbers, 
manufacturers’ agents, etc. The results having been very disap- 
pointing to the management, it decided after mature deliberation 
to establish a series of branches, located in strategic points through- 
out the country, and from these points to distribute the product 
of the Company within sales territories so defined that adequate 


coverage of all important centers was assured. 


Vethod of Operation 

It was decided that the operation of each branch should be under 
the control of an individual bearing the title of “Branch Man- 
ager,” who would be in full charge of the operations within the 
territory assigned to his branch. Duties of the branch manager, 
prescribed methods of operation, and the authority delegated to 
the manager and his deputies, are defined in a “Manual of Branch 
Operations.” This manual is so written that much latitude is 
granted to the branch manager in the operation of his branch, as 
it is upon this individual that the Company is dependent for the 
success or failure of each distribution plan. 

Distribution points having been chosen and a manager appointed, 
warehouse space was leased, and the manager was empowered to 
requisition from the rubber manufacturer a stock of all staple 
items manufactured by the Company, to be carried on hand at the 
main distribution point for immediate delivery to customers. 
Stocks of special items consumed by only one customer are not 
carried at the distribution centers, orders for such material being 
fabricated in the rubber manufacturer’s factory for direct ship- 
ment to the customer. 

Cash Control 


Having established the branch and provided a stock of merchan- 


dise, it became necessary to furnish the branch with funds to be 


used for payment of bills covering items incidental to branch oper- 
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ations such as freight charges, stationery and supplies, etc. Com- 
mission and salaries are paid exclusively from the general offices 
of the rubber manufacturer in order that it may be ascertained 
definitely that all requirements of the labor laws, Social Security 
Act, etc., are being complied with carefully. 

The branch, accordingly, is assigned funds sufficient to pay all 
incidental bills for the period of one month. The amount of such 
funds is under constant surveillance by the treasurer’s department 
in the general offices of the manufacturer, and is increased or re- 
duced to conform with the changing requirements of the branch. 

The branch is empowered to collect the proceeds of cash sales 
and to accept payment for invoices tendered to firms who purchase 
on open account ; but funds so collected must be transmitted imme- 
diately to the general offices of the manufacturer, as all accounting 


for accounts receivable is performed in the general offices. 


Monthly Reports 

At the end of each month, the branch renders to the general of- 
fices of the manufacturer, a statement upon the forms shown at 
the end of this article. Exhibit 1 is a statement of checks issued 
by the branch, drawn on the depository local to the branch which 
has been selected for the deposit of funds assigned to it. [exhibit 2 
is a statement of disbursements made by the branch from a petty 
cash fund retained by the branch for the payment of small bills 
issued by purveyors who are unwilling to accept checks in settle- 
ment. [Exhibit 3 is a statement of postage expense at the branch. 
I°xhibit 4, summarizing the foregoing sheets, provides a terse and 
complete picture of the financial transactions of the branch during 
the month. 

The report rendered by the branch must be accompanied by 
vendors’ bills, on each of which, where payment has been made by 
check, appears the date and number of the check issued in settle- 
ment thereof. Upon those paid by petty cash is placed a notation, 
signed by the vendor’s representative, indicating receipt of pay- 
ment. Statements are rendered monthly by the local depository, 
and all cancelled checks returned with this statement are sent to 
the general offices for scrutiny. 

Upon receipt at the general offices of the statements and sup- 


porting documents described, these are carefully examined by the 
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manufacturer’s auditing department, and having been determined 
to be correct, a check reimbursing the branch for the amount ex- 
pended is sent to the branch office, and proper distribution of the 
expenditures is spread over the manufacturer’s books of account. 
The branches themselves are not required to maintain books of ac- 
count covering cash transactions, as this detail is handled by the 
manufacturer’s general offices. 

The branch is required to maintain carefully a stores ledger in 
which is kept a perpetual inventory of all stocks on hand at the 
branch. A duplicate set of records is kept by the manufacturer in 
its general offices. Traveling auditors visit each branch periodically 
to compare the transactions listed upon the manufacturer’s stock 
ledgers with those of the branch, to count and check the stock ac- 
tually on hand, and to reconcile any differences. The branch man- 
ager is held strictly accountable for all stock assigned to his branch. 


Prices and Compensation 

In order to maintain the interest of the manager in the operation 
of his branch, to demonstrate to him that he is a functioning part 
of the organization and to permit him to apply his managerial abil- 
ity to the fullest extent, the branch receives from the manufacturer 
a quotation on all merchandise for which it is able to develop sales. 
This quotation is equivalent to the price which would be quoted 
ordinarily to an independent distributor, handling equivalent lines. 

It is the duty of the branch manager and his associates to sell 
this merchandise at a figure sufficiently greater than the price 
quoted to the branch by the manufacturer to defray the cost of all 
branch expenses during the month and, in addition, to derive a 
profit to be divided between the manufacturer, the branch man- 
ager and the salesmen hired by the branch manager. The division 
of such profits is made in accordance with a plan which will be 
described later. 


Invoicing Procedure 

The branch is provided with a list of accounts, the credit of 
which is acceptable to the manufacturer’s credit manager. Delivery 
of staple items carried in stock at the branch may be made to any 


of these accounts upon receipt of signed purchase orders to cover 
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Immediately upon delivery of any items from its stock, the branch 
prepares an invoice, utilizing four parts as follows: Parts 1 and 2 
are mailed direct to the customer; Part 3 is sent to the accounts 
receivable department at the manufacturer’s general offices; and 
3 and 4 contain, in addition 


Part 4 is retained by the branch. Parts : 
to the description of the merchandise and selling price to the cus- 
tomer, the computations of the branch cost of the sale based upon 
quotations from the manufacturer’s general offices as previously 
described. 

Orders taken by the branch for specialty items, to be manufac- 
tured especially for a given customer and to be shipped direct by 
the manufacturer to the customer, must in all cases be transmitted 
by the branch to the general offices. When shipment is made, the 
general offices prepare an invoice upon a four-part form equivalent 
to that described, sending Parts 1 and 2 to the customer, Part 4 to 
the branch, and retaining Part 3 for the use of the accounts receiv- 
able department. Parts 3 and 4, as in the case of invoices ren- 
dered by the branch, contain the customer’s billing price and the 
branch cost. 

At the end of the month the general office renders to each branch 
a summary statement, upon which are listed the customer’s billing 
price and the branch cost on each invoice rendered by the branch 
during the month. Also included in this statement are those sales 
of specialty items which were shipped and billed direct to cus- 
tomers by the factory. The difference between the total billing 
prices and total branch costs listed on this summary, represents, of 
course, the gross branch operating profit for the fiscal month. 


Report of Operations 


The branch, upon receipt of the summary statement from the 
general office, compares it with the copies of invoices in the branch 
files. If the summary statement is found correct, the branch then 
renders a report of operations on Exhibit 5. Should any differ- 
ences be discovered, they are reported to the general office upon a 
reconciliation sheet provided for that purpose. 

In its report of branch operations, the branch indicates gross 
and net sales value, and gross and net cost of sales, on all mer- 
chandise sold by each of its salesmen during the month. Operating 
expenses, indicating the salesman’s drawing account, are summar- 
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ized in Items 50 to 59, inclusive. The difference between item A2k, 
representing branch gross profit, and item 59, representing total 
branch operating expenses, is the branch net profit for the month. 
The branch net profit is then divided as follows: An agreed per- 
centage is retained by the manufacturer to compensate for invest- 
ment in stock, assumption of credit risks, advertising expense and 
all similar expense indirectly incurred for the benefit of the branch. 
An agreed percentage is also assigned to the manager to compen- 
sate him for the purely managerial duties performed by him, as 
opposed to his activities and those of his associates as salesmen. 
The difference between Item 62 and the amounts reserved for 


the factory and the manager, is assigned to the salesmen (includ 


ing the manager as 1 salesman) to be divided according to the 
ratio which the gross profit produced by each salesman bears to 
the gross profit produced by all salesmen, as set forth in item A2k 


of the report. This share of the profit and the division thereof to 
the salesmen is set forth in item 65. Item 66 represents, in each 
case, the total of items 50, 64 and 05. 

Upon receipt of the report at the general office, it is scrutinized 
carefully by the auditing department, and having been determined 
to be correct, checks for the amount due each salesman and the 


manager are mailed from the general office. 


Advantages of This Plan 

This method has several definite advantages. It encourages the 
manager and each of his associates to be interested in all phases 
of the branch operation and to use their selling effort intelligently 
so that the price derived from each sale is sufhciently greater than 
the branch cost to provide revenue for payment of branch ex- 
penses, and in addition, profit for division between the salesmen 
and the factory. It also encourages the branch men to sell the full 


f products made by their manufacturer, for only in this way 


line ¢ 


can the maximum potential revenue be derived. It is an incentive 


for every member of the branch organization to minimize oper- 


ating expenses, as any decrease in such expenses is reflected in an 
additional profit, and consequently, additional income for each of 
the salesmen within the branch. 


This method has proven more satisfactory than any of several 


others employed by the manufacturer previous to its installation. 
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OFFICIAL BINDERS 


for the 
N. A.C. A. BULLETIN 
——_- 


CUMULATIVE BINDER $2.00 @ 


The Cumulative Binder illustrated at the 
right is designed to file your N. A. C. A. 
Bulletins issue by issue as you receive them 
throughout the year. It is a tape binder 
with a strong automatic locking device 
which holds the inserts firmly in place from 
the very first insertion. It is of black fabri- 
koid with stiff covers, lettered in gold with 
the name and seal of the Association, as 
shown in the illustration. The binder can 
be used from year to year for accumulating 
the Bulletins if you transfer the complete 
volume to a Permanent Binder at the end 
of each year. 














@ PERMANENT BINDER $1.50 


This Permanent Binder is made to hold a 
full volume of technical Bulletins. It is 
black fabrikoid, lettered in gold as shown 
in the illustration at the left. The binding 
device consists of metal strips which are 
run through the punching in the Bulletins 
and locked into place permanently by a 
simple manual operation. 


This binder will not take the place of the 
Cumulative Binder, as it is not a loose-leaf 
device. It is designed only to take the 

lace of having your volumes bound by a 
er ag It is less expensive than binding 
and, we believe, equally attractive. 


Order with remittance should be sent to: 
National Association of Cost Accountants 
385 Madison Avenue 
New York, New York 



























“TEMPUS FUGIT"” 


THAT'S LATIN 






“TIME FLIES” 


THAT'S AMERICAN 







But both mean exactly the same thing. It's only 3 weeks 
until the gavel raps out the opening of 


THE TWENTY-SECOND 
INTERNATIONAL COST CONFERENCE 


Got your group organized? Got your hotel reservation 
in? All set for the best Convention ever and a grand 
vacation in New York City? Hundreds are . . . 




















The Time 
June 23rd, 24th, 25th & 26th 
The Place 


WALDORF-ASTORIA HOTEL 
NEW YORK CITY 










CALL YOUR CONVENTION ATTENDANCE 
CHAIRMAN TODAY! 
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In the lingo of sportsmen, the wood- 
cock — famous for its erratic “‘cork- 
screw” flight when flushed from cover 
—is affectionately dubbed “the timber 
doodle.” 





To a hunter “TIMBER DOODLE” 
means a WOODCOCK 





To a business man 


“COMPTOMETER 
ECONOMY” means 


remarkable 





first-time accuracy on 





all figure work 
















NO CIPHERS appear on the 
Model M answer dials unless 
they are part of actual answer! 
The answer, for example, used 
to read 00000040017. Now it 
reads 40017. 


Tue high speed of Comptometer 
adding-calculating machines and 
methods would be meaningless with- 
out the 
accuracy made possible by these 


remarkable first-time 


exclusive Comptometer features: 


Elimination of ciphers on the 
answer dial to the left of the actual 
answer — resulting in less eye-strain, 
greater speed, increased efficiency 
and /ess likelihood of error in read- 
ing answers. 

The Controlled-Key safeguard, 


an exclusive Comptometer feature 


which eliminates operating errors. 





A Comptometer Co. representa- 


tive is prepared to show you— in 
your own office, on your own work 
—how Comptometer speed, accuracy 
and adaptability can effect substan- 
tial savings of your firm’s time and 


money. 


Telephone him . . . or, if you 
prefer, write direct to Felt & Tarrant 
Mfg. Co., 1715 N. Paulina St., 


Chicago, IIl. 


COMPTOMETER 


REG. U.S. PAT. OFF 


ADDING -CALCULATING MACHINES 

















N.A.C.A. ACTIVITIES 
AND THE MEN IN CHARGE 


This is the eighth in a series of articles devoted to a description 
of the several departments through which N.A.C.A.  activitie 
are directed. This section of the Bulletin has been instituted in 
order that members might become better acquainted with the way 
in which these departments operate and ai the same time come to 
know better the directors in charge. The functions and methods oj 
operation of the Department of Employment are discussed in this 
issue by Robert Burns, National Director in charge of Employment 











THE DEPARTMENT OF EMPLOYMENT 


For a number of years after its organization the Association conducted 
a Headquarters Employment Service. Some six years ago, recognizing 
that local participation would add greatly to the value of this service, the 
National Board authorized the establishment of a Department of Employ- 
ment with a National Director in charge and the appointment by each of 
the chapters of a chapter director of employment. In many cases members 
seeking employment are unwilling to leave their home cities and in the same 
way employers are unwilling to consider applicants who must come from 
a considerable distance for an interview. Chapter employment directors 
have proved the answer to this condition and have at the same time helped 
to make the N.A.C.A. employment service nation-wide. The Headquar- 
ters service continues, providing a clearing house and point of contact 
between the chapter directors, and the National Director in charge super 
vises, advises and correlates the work of the chapters and National 
Headquarters. 

The Employment Department might well be thought of as the department 
of assistance, for its primary function is to assist members in securing 
satisfactory positions in the industrial accounting field. As a secondary 
function our responsibility to industry is recognized and, where qualified 
members are not available to fill a specific position called to our attention, 
we endeavor to locate a qualified non-member. 

The first step in the operation of the employment service is the registra- 
tion of the member with his local chapter and with National Headquarters 
A registration form is provided for this purpose and a file of these forms 
is used by the employment director in determining, each time an opening 
is referred to him, the men available for the specific position. Where local 
members are not available, a letter to Headquarters brings a statement of 
the qualifications of members of other chapters for the employer’s consider- 
ation. Besides providing the employer with digests of the employment 
records of qualified members, the chapter directors secure additional re- 
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quested information, arrange interviews, secure references and otherwise 
assist in compiling information which will enable the employer to make 
an intelligent selection 

One of the important functions of the chapter employment directors is to 
serve as adviser to the members of his chapters who come to him with prob- 
lems involving present or future employment. The value of counsel of this 
sort, especially to the younger man just starting his accounting career, can 
readily be appreciated. Particularly at the present time when there are 
numerous employment openings which are likely to be temporary, many 
unwise moves may be prevented by the advice of the employment director 
who is familiar with employment opportunities in his locality and cognizant 
of the benefits which may accrue in the future from a good employment 
record 

An additional feature of the employment service is the section in each 
issue of the N.A.C.A. Bulletin in which is listed the qualifications of 
“men available” and the requirements of “positions available.” These 
announcements are published under key numbers at the request of the 
member or prospective employer and the Association acts as the agent of 
the advertiser in receiving and promptly forwarding all replies. 

Each month the chapter directors report to the National Director in 
Charge all additions to their employment files, all placements and all re- 
movals for other causes. At National Headquarters there is a complete card 
file with a card for each member registered for employment service, whether 
with the chapter, with Headquarters or with both. On the basis of these 
reports and records the National Director in charge of Employment reports 
at each meeting of the National Board the accomplishments of the month 
and the current employment situation. Through the splendid co-operation 
of the chapter directors this service has truly become a nation-wide employ 
ment service 
. 
i 


Rovert BURNS 


National Director in charae of Employment. 
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ROBERT BURNS 
National Director in charge of Employment. 


Our National Director in charge of Employment was born in 1881 in 
the little town of Smithville, New Jersey. He early learned the lure of the 
machine shop, for, as a boy, he had the run of the plant of the H. B 
Machine Company, which was the excuse for the town. It was therefore 
only natural after his graduation from the University of Pennsylvania in 
1904, where he received his A.B. 
degree and a Phi Beta Kappa key, 
that he should want to follow 
through with shop costs. He be 
gan his business career in the 
Accounting Department of the 
Otto Gas Engine Works in Phil- 
adelphia where he later became 
Assistant Superintendent in charge 
of costs. He remained in this 
company until 1913, when he 
joined the Gas and Oil Engine 
Company of Philadelphia, a sell 
ing organization, where he spent 
six years as Business Manager. 
In 1920 he entered the employ 
of the American Insulating Ma- 
chinery Company, also of Phila 
delphia, as Cost Accountant, be- 
coming successively Office Man- 
ager, Assistant Secretary and As- 
sistant Treasurer, and in 1940 was 
elected Vice President and Secre- 
tary of the company. 

Aside from his cost account- 
ing work Bob has been somewhat 





of a traveler, having made sev- 
eral trips to Europe and in 1928 


Photograph by Bachrach 


spent seven months on a trip around the world. 

Like the rest of his associates on the National Board he has had extended 
experience in chapter operations. He joined the Association in 1921, and 
in 1924 was elected a member of the Board of the Philadelphia Chapter. 
His directorships included Meetings 1925-26 and 1928-30, and Publications 
1927-28. He also served as Vice President 1926-27, 1928-32 and 1934-35. 
He was President of the Chapter for the year 1935-36. In 1939 he was 
elected a member of the National Board and served as Contact Director 
for the Lehigh Valley and the then Reading Chapters. For the current 
year he is serving as Director in charge of Employment 
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OUR OPEN FORUM 


This section of the Bulletin is available to all for the informal dis- 
cussion of technical matters of interest to our members. Included 
here will be comments on articles in Section I, ideas and suggestions 
arising out of these articles, and other correspondence in which our 
members are likely to be interested. The ideas expressed will be 
those of the individual correspondents, and all shades of opinion will 
be welcomed to the extent that the ideas expressed are constructive 


and of general interest. 











ACCOUNTING FOR PATENTS 
Editor, N.A.C.A. Bulletin 


In reading an audited report of a corporation, I noticed that Patent 
Rights were stated at a value of $1,500,000 which represented 22.4 per 
cent of the total assets. The third paragraph of this report read as follows: 
“No provision has been made in the accounts of J. Doe & Co. for amortiza- 
tion of patent rights, it being the Company’s policy to carry this item at a 
fixed valuation and to charge current expenditures to profit and loss 
On the basis of the foregoing and on the ground that in an established 
going business the patent value tends to merge more or less completely 


it is our opinion that this policy is in accordance with 





an accepted accounting principle, and reflects the Company’s annual results 
from operations as fairly as an alternative accounting principle of amortiz 
ing the cost of patent rights of limited life and capitalizing all amounts 
relating to the development or acquisition of new patent rights.” A stock 


holder might read such a statement without question as it 1s easy to con- 


fuse an accepted accounting principle with a generally accepted accounting 
principle. Such an accounting principle may be accepted in an unusual case 


i 


but for the usual manufacturing company, such as this company, the 
generally accepted practice of amortizing the value of patent rights should 


be used 


Effect on Profit and Loss Statement 


When the patent account is not amortized, it is merely a device for 
effecting an inflation in the profits of the business by relieving them of 
patent amortization charges. No company should be permitted to issue a 


financial statement which includes patents without amortization unless the 


value is carried at $1.00 or a very nominal value. This is particularly 
true where certain officials and employees share in the earnings of the 


company such as in this case 


to support the account by a schedule of all patents owned. Such a schedule 


the patent rights account represents true patents, it should be possible 
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should include patent number, name of patent, name of inventor, date 
granted, value and yearly amount to be amortized. In listing patents it 


e basic patents separated from the secondary patents. It 


is well to keep tl 
is well to keep a schedule although the asset account may be carried at a 


nominal value of $1.00 


General Practice 


The generally accepted practice is to amortize the value of patents, as 
shown by the asset account, and to charge the amortization to profit and 
loss. Another conservative method is to carry the asset account at a value 
»f $1.00 or a very nominal value and charge current expenditures to profit 
and loss. The reason for charging the current expenditures on development 
work to profit and loss is that at the time there is no determinable asset 


value. No one can tell whether the work will be successful or if successful 


ever materialize in receiving a patent grant. This is a conservative method 

\ patent has no proven worth until it has stood the test of an infringe- 
ment suit. If the defense is unsuccessful, the patent is worthless and should 
be written off 


Ye amortized as their value diminishes with the lapse of 


Patents should 
time and possibility of supersession. In some cases obsolescence is a 
factor to be considered 

The Bulletin published by the National Association of Cost Accountants, 
dated March 1, 1939, covers a research study on “Present Day Practice in 
Accounting for Research and Development Costs.” The section dealing 
with cost of purchased patents substantiates my own experience Also, 
Roy B Kester, PI L).. States on page 375 ot his book Advanced Accounting, 
“The prevailing practice authorizes writing off the value of a patent quite 


] 


rapidly during the early years of its life when its earning capacity should 


be at a maximum, leaving only a small part of the value to be spread over 
its later vears This policy applies to the possession of single or several 
I 


patents.” 


The auditors comment in the report of A B C Company, an affiliated 
company, that patent rights in the amount of $125,000 were purchased from 


John Doe & Co., the parent company, charged to patent account and not 


amortized. However, patent rights remained on the balance sheet of John 
Doe & Co. at $1,500,000 although $125,000 worth of patents were sold. 
Certainly John Doe & Co. own fewer patents as a result of this sale and 


the value « 


f the remaining patents would not be as much as the value of 
patents before the sale \ consolidated balance sheet would show the value 
of patents increased by $125,000 as a result of this inter-company sale. 
Such transactions inflate the patent account and create doubt as to whether 
they are to the best interest of the stockholders involved. It would seem 
that in such a sale the patent account of John Doe & Co, should have read 


$1,375,000 after the sale of the patents 
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Patents Versus Goodwill 


The inference in this report is that patents and goodwill are the same but 
this is not true. Goodwill can only be sold by selling the business, whereas 
patents do not fall in this category, as they may be sold any time without 
selling the business. The following quotation 1s from the 52nd Annual 
Report of the Interstate Commerce Commission referring to a decision in 
the case of the Denver Stockyard Company versus U. S. (21 F. E. D. supp 
83, District of Colorado) as follows: “In the distinction made between 
goodwill and going concern value (289 U. S. 287), the goodwill is an ele 
ment of value which inheres in the fixed and favorable consideration of 
customers, arising from an established and well known and well conducted 
business. Patent account and goodwill account are separate accounts and 
should be shown separately on the balance sheet. If there is a tendency of 
the patent value to merge with goodwill, af that time the goodwill portion 
of the patent account should be transferred to the goodwill account. 

The patent account is more of a prepaid expense item than an undimin 
ishing asset of goodwill. It is more susceptible to depreciation than machinery 
and equipment which can be replaced at some price. Each patent issued is 
different from any other; therefore, when one expires no other can replace 
it, nor can any other value replace its value. Furthermore, if the value of 
patents is unchanged on the theory that one patent offsets another, you 
have the effect of writing off the cost of the patent in the profit and loss 
account, only later to be claiming the same patent as an item of the patent 
asset account which is never diminished. However, you cannot claim it in 
both places. 

After conducting an exhaustive search for some authority to support the 
statement, “Patent value tends to merge more or less completely into good- 
will,” the nearest to such a statement was the following taken from Prin 
ciples of Accounting, Chapter 42, page 2, by H. A. Finney—“A patent may 
give its owner a monoply which enables him to develop his business to a 
point where, after the expiration of the patent, competitors will find it 
extremely difficult to enter the field and overcome the handicap. The patent 
value thus merges into a goodwill value, and it is often argued that under 
such circumstances the patent may be written off to goodwill account instead 
f against income. This practice is usually considered inadvisable because 
of the uncertainty of maintaining the monopoly and preserving the goodwill 
Of course, if the patent had been prop- 


after the expiration of the patent.” 
erly amortized, as it should, there would remain no value after the expira- 


tion of the patent to be transferred to goodwill. 


Conclusion 

If we are to have good sound accounting practices in business, the pub- 
lic and private accountant must co-operate by insisting on sound practices 
at all times. Accounting policies for the individual concern may be dictated 
by management and the private acountant may often be in a position where 


he cannot insist on the principles and policies which he knows are essential 
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to a correct portrayal of the facts. But the independent public accountant 
is in a somewhat different position, and it is his duty to see that if 
generally accepted accounting practice is not followed, the deviations from 
such practice are set forth in his report. Merely reporting the variations 
from good practice in such a way that only those thoroughly versed in what 
is good practice can detect the errors is, in my opinion, a shirking of 
responsibility 

C. D. MARSHALL, 

New York Chapter. 


ACCOUNTING FOR OVERTIME COMPENSATION 


Editor, N.A.C.A. Bulletin 


The letter of W. Neuber printed in the Forum Section of the May 1 
Bulletin expressed an opinion that I have been trying for some time to 
sell to the management of our company. There may occasionally be cir- 
cumstances under which overtime costs can be charged to an individual 
job, as, for example, when the shop is operating under a full load and a 
job scheduled to be finished in two weeks is suddenly stepped up so as to 
be completed in two days, but ordinarily I agree that one cannot say that 
the job finished after regular hours is responsible for the overtime any 


more than the job done first thing in the morning. 


In one sense I also agree with Mr. Neuber that overtime is a cost 
chargeable against management, and as such should be shown as a direct 
profit and loss charge. I’m sure this would be proper in “normal” times 
(has anyone got a good definition of “normal times”?), but under today’s 
conditions, with skilled machine workers at a premium and overtmie 
practically unavoidable, I believe there is much to be said in favor of 
including overtime costs in the burden rates, thus spreading them propor 
tionately over all jobs 

H. M. Reap, 
Indianapolis Chapter 
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QUESTIONS AND ANSWERS 


The Research and Service Department at National Headquarters 
conducts a Question and Answer Service for the benefit of N.A.C.A. 
members. Practical accounting questions which cannot be answered 
from our rescarch files are submitted to a number of our members for 
answer. The replies with names deleted are transmitted to the 
original inquirer. In this section of the Bulletin will be published such 
of these questions and answers as appear to be of general interest 
to our members and worthy of their consideration 











SAVINGS RESULTING FROM INSTALLATION OF New CApitrAL ASSET 


Question: One finds reference here and there in the literature of 
wccounting to methods of determining whether investments in plant an 


equipment can be justified. However, I have been unable to locate any 


published information on how onc might go about the job of checking 
actual results against the original estimate to determine whether the esti 
mated results have been realized on the forecasted savings obtained. Sug 
restions as to best procedure will be appreciated 

In ver | suggest one of three methods for checki up to set whetlh 


or not estimated savings from the installation of a durable asset have been 


realized 

Method 1 is to put a tickler in the file for some given date in the futurs 
(perhaps a year after purchase) which would act as an automatic requist 
tion for an investigation and a report on savings realized in comparison 


with savings expected. This presupposes, however, that the proper persons 
have been informed as to what is expected of them and either (a) that 


sufficient records are being maintained so that the facts can be ascertained 


on analysis or (b) that some cost study was made prior to purchase and 


that a similar cost study can be made at a later date when it 1s desired 


to check performance 


lee t 


Method 2 is to set up a budget for the expected gain between actual 


and standard cost and then from time to time compare the actual with the 
expected gain 
Method 3 is to reduce the standard costs at a time when the gain is 


exper ted to be gin 


Concerns operating under a standard cost system probably would follow 
Method 3 eventually, but Method 2 might be desirable until the gain were 
proved, perhaps for a year or two, and to avoid premature reduction in sell 
ing price. Where standard overhead rates and uniform depreciation rates 


S 
1 


are used, it is difficult, however, for the books to measure the real saving 


Method 1 can be more realistic than any routine accounting method and 


cost accounting 1s nly tragmentary It can 
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be used in (a) all cases, (b) only in case of la gC additions, or (c) for 
sampling. 

The actual gain would, of course, be computed according to the same 
formula as that used in computing the estimated gain—the only differenc 
being a check-up on the accuracy of the premises as to what the new 
machine can do. If there is any doubt about the accuracy of the formulas 
used, the time to audit them is before and not after the machine is 
purchased 

I have noticed that not a few cost accountants and a lot of engineers 
and economists, and even many text book writers do not know how to figure 
the gain from the substitution of an improved machine for an old one 
which (except for the cost saving) is still capable of producing the sam« 
product. 

One common error is to figure as if the old machine were sold for its 


original cost and the new machine purchased as a substitute. But, of course, 
no depreciatoin is saved or investment recovered by discarding an old 
machine. The cost of the new machine minus the salvage of the old machine 
is an entirely additional investment which must be amortized out of the 
saving in current cost. Floor space is not saved when left idle, but only to 
the extent that income can be derived (or expenses saved) from its use for 
other purposes. 

Another common error is the failure to distinguish between savings to 
be obtained by increased profit per unit and savings in cost per unit which 


are offset or more than offset by reductions in selling 





price per unit and 
can become gains only as the number of units sold is increased (over the 
amount which otherwise would have been sold). Under cost-plus pricing, 
a 10 per cent reduction in cost may automatically be followed by a 10 per 
cent reduction in selling price, and as the selling price is greater than the 
cost, the loss per unit must necessarily be greater than the gain. A machine 
is bought on the theory that it will save $1,000 a year and the selling pric: 
is reduced $1,500 a year; thereby the machine produces a loss of $500 a 
year in addition to the cost of the machine rhe price reduction may, of 


strengthen the market position of the company but that has no 


course, 


necessary relation to the $1,000 a year 
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More About the Convention 
Dear NACAS AND WANACAS: 


We have an announcement to make. There has been a change in the 
Plant Visit schedule. Instead of going to the Great Atlantic & Pacific Tea 
Company we are going to have a whirl with one of America’s busiest in- 
dustries; we are going to visit the Lionel Corporation, last word when it 
comes to model railroads and rolling stock for them. We will see there 
a permanent display of their product, a modern trunk line in miniature. 
The most modern of metal working equipment and of factory methods will 
be shown to us and they are well worth seeing for it is the product, not 
the industry, that is the toy. 

Today we telephoned the Stock Exchange, identified ourselves and asked 
what the NACAS would be shown on their visit. (We remembered the 
days when a visit to the Stock Exchange, a privilege gotten then only 
by much maneuvering, consisted wholly of a period of standing on the 
visitors’ gallery from which one watched the dervishes on the trading 
floor below.) Well, the answer was most satisfying. First, we will have 
the workings of the Exchange explained to us—so we'll understand what 
is going on below us on the trading floor. Then we will go out on the 
balcony and watch the traders at work. The rest is up to us. If we wish 
we will be taken into the quotation department and permitted to see its 
rarely-seen workings. The main ticker room will also be opened to us 
We asked if we might see the workings of the Stock Clearing Corporation 
[hat idea hadn’t occurred to our informant but he responded nobly, said 
that it baffled the ordinary intellect but, of course, industrial accountants 
would take it in their stride and, he conceded, might even find it interesting 
(We think its operation is fascinating, a first rank triumph in the applica- 
tion of modern business machinery.) He wound up by telling us that the 
Exchange is not planning a set, formal program for our visit but wanted 
us to take full advantage of its guide facilities, ask our own questions, 
see what we want to see, either as a full group or as individuals 

With cordial invitations ringing in our ears we called Colgate-Palmolive- 
Peet and said brightly, “And what are you going to show us?” Mr. Wag- 
ner was most modest but we do know that his plant is one of the largest 
ones in the industry. So when he said he would show us how soap is made 
we prodded a bit and got him to admit that he intended also to show us a 
modern laboratory, a great cosmetic factory and many new wrinkles in 
packaging and in handling of materials. Since our only experience in soap- 
making involved a large black kettle in the backyard, said kettle being 
charged with grease and lye, we are looking forward with much interest 
to this visit 

We didn’t telephone Police Headquarters or the Aqueduct Racetrack ; 
we'll save them for another time. And we aren't going to tell you much 
about our visit to the Loose-Wiles Biscuit Company. You can bank on it 


as being an interesting, enjoyable visit because that is where our own 
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Bill Madison, New York Chapter President and Convention Committee 
Chairman, holds forth. Bill says they do have a thousand windows and he 
sneers at all other claimants to the title of premier biscuitmaker. 

The Registration Committee hopes wistfully that you will register upon 
arrival. Let them know you are present and they will let your friends 
know, and forever bless your memory. Besides, they can help you get the 
answers to lots of questions. Do get around to the desk early in your stay. 

We might say a bit about the speakers for our technical discussions but 
we think you will get a very complete story about them in the pre-conven- 
tion issue of the Convention Daily News. However, we are struck with the 
exceptional qualifications they have for their respective subjects. For one 
example, we have Dr. Stacy May, Director in Charge of the Bureau of 
Research and Statistics of the Office of Production Management, to open 
our session on the Defense Program. Again, we will have Professor 
Herbert F. Taggart, Head of the Cost Accounting Section of the Office 
of Price Administration and Civilian Supply, to give us Washington's 
viewpoint on price control and non-defense priorities. 

The Curtiss-Wright Corporation is “home” for two of our speakers. 
John B. Healey, Controller of the Curtiss Aeroplane Division of the Cor- 
poration, is speaking on “Defense Contracts and the Industrial Account 
ant.” Mr. Healey will doubtless be surprised to learn that Curtiss-Wright 
Corporation will also have a representative from St. Louis, Mr. George 
Ebert, Controller of Curtiss-Wright Corporation, who will discuss “Allow 
able Costs in Government Contracts” at the Wednesday afternoon session. 

We've got to sign off here, although we would like to say some more 
about the technical sessions. We will take a little more space, on second 
thought. We need it to tell you that some NACAS, at past conventions, 
have been so misguided or uninformed that they have missed the Banquet. 
We think they had an idea that a Banquet consisted of bad speeches, bad 
air and worse food. Well, ours doesn’t. Oscar of the Waldorf has held 
his job for 45 years only because he has seen to it that the food there is the 
best in the world. The Banquet Hall is huge, seats 2,000 comfortably, 


four stories high, plenty of ceiling space, and air conditioned. The Enter- 
tainment Committee has a swell show in rehearsal. And there won't be 
any speeches. Don’t cheat yourself, take advantage of all the effort that 
is being made to insure you a good time. Come to the Banquet! We'll 


trade the second dance with you. 


Be seeing you, 
Tue Pusticiry COMMITTEE. 


The Dates: June 23d, 24th, 25th and 26th. 
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Employment 











Men Available 


Listed below ts a short summary of the employment records of three of 
iw members who are now available for employment. A complete file of 
is maintained at Headquarters. Upon request, digests of the records 


men available and qualified for the positions to be filled will be furnished 


No. 1481—Executive, able to assume complete responsibilities of Treasurer 
or Controller, desires new connection as such. Thorough experience in 
accounting, cost accounting, taxes, bank relations, credits, collections, all 
lines of industrial insurance, office management, systems work and multiple 
branch office problems. Accustomed to modern methods of budgetary fore- 
ists and control and has the requisite imagination to make his position 
contribute substantially to the growth and earnings of the company. Age 
17, married, well educated and now employed by a large textile corporation 


ind athiliates as mtroller. Salary consideration $10,000 per annum; New 
England location preferred. Negotiations for personal interview and full 


letails invited 


No. 1482— AccouNTANT—AuDITOR—CONTROLLER. Twenty vears’ varied 
experience with four major companies. Age 38. Considerable experience 
in installing, modernizing and supervising systems. Trained at North- 
western University. Prefer position as travelling auditor, but also inter 
ested in installing and/or supervising accounting and cost system for 


medium-sized, progressive company 


No. 1483—C.P.A. with sixteen years of public and private accounting 
experience, now engaged in university teaching, desires a summer position, 


lune 10 to September 10, preferably not teaching 
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Notes 








The Bellman Publishing Co., Inc., 6 Park Street, Boston, Mass., hav 
published a series of vocational and professional monographs written by 
qualified experts in each field. Of particular interest are No. 3 “Business 
Administration” by Gilbert A. Cam and No. 7 “Accounting” by Jeremiah 
Lockwood and Calvin H. Rankin. In connection with each of these fields 
these monographs present authoritative factual information on personal 
qualifications required for engaging in the work, scholastic training needed, 
analysis of employment opportunities, remuneration received, chances for 
advancement, frank statement of advantages and disadvantages, and possi 
bilities for both men and women in the vocation or profession. Thes 
monographs are available for the price of 50 cents 

* * + % 

The annual “Ice Cream Sales Index for 1940,” containing an analysi 

of ice cream sales in 1940 compared with 1939 for the United States and 


Canada, has been issued by the Statistical and Accounting Bureau of th« 


Ice Cream Manufacturers, 1105 Barr Bldg., 


International Association « 
Washington, D. C., and may be obtained for the price of $1.00 
* * « * > 

Recent additions to the series of reports being issued by the Federal 
Trade Commission in connection with their project for the collection of 
annual reports from a large number of industrial corporations include thx 
following manufacturing industries: hardware; woolens and worsted 
cereal preparations; gray-iron and malleable-iron castings; silverware and 
plated ware; soap, cottonseed products and cooking fats; book and maga 
zine publishing; malt beveragees; pumps, pumping equipment and _ air 
compressors; perfume and cosmetics. These reports are available fron 


the Federal Trade Commission, Washington, D. ( 





Notes on Current Literature 











ELEMENTARY COST ACCOUNTING. George H. Newlove and S. Paul 
Garner, D. C. Health & Co., 285 Columbus Ave., Boston, Mass. 194! 
x, 557 pp. $4.00 


This newest addition to the list of introductory textbooks in cost account 


ing seems to meet rather well the particular need that the authors had n 


mind in writing it Their objective, as outlined in the Preface, was t 


develop an elementary text in cost accounting for the student whose pre 
vious accounting training had consisted of a simple course in general 
financial accounting, and whose cost accounting training would be limited 
to a single course running for a semester or quarter. In their opinion “the 
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one-term group constitutes a large percentage of the total number who 
study cost accounting in universities and colleges.” However, this text can 
readily be combined with a more advanced text to provide the material 
for a course running for an entire yeat 

In determining the topics to be covered the authors were guided by an 
investigation in which several hundred instructors were asked their opinion 
as to what should be the contents of the elementary course in cost account- 
ing. They have deviated from the majority opinion in only one significant 
respect. Over 60 per cent of the instructors favored the inclusion of the 
subject of standard costs; the authors have omitted this subject from the 
body of the text, but have included it in an appendix for those who desire 
to include this field 

While this textbook follows the conventional job order approach, it 
contains some rather interesting variations from other texts in the field. 
One is a separate chapter on “Inventory Difficulties and Complexities.” 
Another is the treatment in a single chapter of the problems involved 
in accounting for scrap, salvaged goods, by-products and joint products. 
Another interesting chapter is devoted to the consideration of “Burden 
Costs under Abnormal Conditions.” Throughout the authors have endeav- 
ored to make the presentation as practical as possible in line with the 
opening statement in their Preface that “This textbook was written in an 
effort to simplify the study of cost accounting, rather than to further the 
development of cost techniques.” Whenever available, the authors hav« 
supplemented their discussion by reports of current practice. This should 
make this text especially useful to the practical accountant who desires 
to supplement his knowledge of general accounting through the reading 


of a practical cost accounting text 


AUDITING (Revised Edition). William H. Bell and Ralph S. Johns. 
Prentice-Hall, Inc., 70 Fifth Ave., New York, N. Y. 1941. xii, 409 pp 
$4.70. 

This revision brings the original edition thoroughly up to date in present- 
ing sound and practical methods of auditing and including recent develop- 
ments in this field 

There is an introductory discussion of preliminary arrangements and 
the general procedure involved in the audit program, which 1s followed 
by three chapters dealing with auditing from the original records, such 
as vouchers, payrolls and cash receipt and disbursement records. Auditing 
procedure for asset accounts, including cash, notes receivable, accounts 
receivable, inventories, advances on account of purchases, land, buildings 
and equipment and intangible capital assets are treated in chapters 7 
through 13. Of current interest is the discussion of the comparative merits 
of various bases of inventory valuation. The succeeding chapters are con- 
cerned with the liability accounts, notes payable and deferred credits, and 
operating accounts. The book concludes with a discussion of the composition 
and presentation of the auditor’s report. Of considerable merit is the logical 
and orderly arrangement of the text material. 
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CURRENT COST LITERATURE 











This listing, published on the first of each month, contains all the avail- 
able references to cost articles and cost material published for the most part 
during the past month. References are secured from periodicals received 
at National Headquarters, and also from the Industrial Arts Index, pub 
lished by The H. W. Wilson Co., 950 University Ave., New York, N. Y. 

To secure a copy of any of the publications here referred to order direct 
from the publisher. Addresses of periodicals referred to will be found 
at the end of the references listed. 


ACCOUNTING 

Avery, Harold G. Accounting for Tools, Containers, Furniture and Fia 
tures, and Other Equipment. Journal of Accountancy. May, 1941, pp 
422-35. 
Classification, control and replacement treatment for small tools, con 
tainers and other such equipment in manufacturing concerns. Sampl 
distribution sheets and requisition cards illustrated. 

A Better Way to Handle Accounts Payable. American Business. May 
1941, pp. 32 and 34. 


Procedure adopted by Talon, Inc. 


ADVERTISING AGENCIES 

Coleman, Lucius H. An Accounting System for Advertising Agencies 
Pathfinder Service Bulletin. March, 1941, p. 1-6 and 8 
Scope of activities; mechanical costs; chart of general ledger accounts; 
forms illustrated. 

ASSETS—VALUATION 

Olson, Lyle H. Appraisals as Related to Accounting. New York Certified 
Public Accountant. April, 1941, pp. 402-13 
Current values; book, original or historical costs; accrued depreciation 
in relation to depreciation reserve; current and prospective depreciation 
requirements; property records and internal contol; significance in 
national defense program; the appraiser and the accountant. 


BOTTLING 
Davis, Samuel E., Jr. Streamlined Accounts for Beverage Bottlers. Path 
finder Service Bulletin. April, 1941, pp. 1-2 and 4-8. 
Production reports and summaries; manufacturing expense; route 


reports; truck costs; financial statements; forms illustrated. 
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TODAY'S FIGURES 


--- are vital to 


TODAY'S PRODUCTION 


Today, when busy executives must make quick and 

New and Timely sound decisions, new Burroughs machines furnish 

Information on These essential information and reports while they are news, 

Subjects Now Available not history—calculate earnings and keep records that 

Yours for the Asking insure prompt payment of personnel—provide figures 

that regulate the flow of materials and parts to the 

MATERIAL CONTROL scheduled rate of production. 
COST RECORDS. 

PAYROLL RECORDS 


EARNINGS CALCULATION 
AND ACCRUAL 


PURCHASE AND PAYMENT 
RECORDS . 


EXPENSE DISTRIBUTION 
STATISTICS 
BUDGETARY CONTROL 
BILLING 


Let Burroughs assist you in finding the easier, faster 
way. Burroughs representatives offer a vast fund of 
experience and technical knowledge of machines, 


applications and procedures. Call Burroughs today. 


BURROUGHS ADDING MACHINE COMPANY 
6490 Second Avenue, Detroit, Michigan 


Todays 
Burroughs! 


DOES THE WORK IN LESS TIME + WITH LESS EFFORT + AT LESS COST 


OOO0O0 O OOO 





or 
of 


S, 
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BUDGETS 
Merrill, A. A. The ABC of the Variable Budget. Profit. March, 1941, 
pp. 1 and 4 
CORPORATIONS 
Dannenberg, F. M. Plant Amortization and Income Taxes. Trusts and 


Estates. March, 1941, pp. 241-42 


DEPRECIATION 
See Public Utilities 
HOSPITALS 
Staub, Walter A. Replacement Policy or Depreciation in Hospital Account 
ing. Journal of Accountancy. May, 1941, pp. 451-58. 
Prevailing theories of depreciation allowances for equipment and 
july 
and buildings of non-profit and proprietary hospitals; importance of 
providing for such depreciation 


INSURANCE AGENCIES 
Lengyel, S. J. Jnsurance Companies’ Accounts—II, The Australian Ac- 
countant. March, 1941, pp. 65-68. 


Presentation of published accounts 


INVENTORY CONTROL AND VALUATION 

Gilman, Stephen. Bankers Look at the Cost or Market Rule. Journal of 
Accountancy. May, 1941, pp. 418-21. 
Although bank credit men have been assumed to favor cost-or-market 
basis, the investigation described in this article indicates that many 
bankers would be satisfied if inventory were stated at cost but paren- 
thetical information were provided for their guidance. 

Houck, L. H. Buried Treasures from Inventory. American Business, May, 
1941, pp. 24-26 
Modern inventory system results in vast saving for I. W. Phillips & 
Co., wholesale hardware firm. 


MECHANICAL DEVICES 

Jarman, R. F. Some Aspects of Mechanical Pay Roll Accounting. The 
Australian Accountant. March, 1941, pp. 85-88. 
Recording of hours worked; computation of earnings; preparation of 
payroll, etc 

New York Society of C.P.A.’s, Technical Committee on Accounting Ma 
chinery {ccounting Machinery. New York Certified Public Account 
ant. April, 1941, pp. 414-21 


Application of accounting machines to posting of accounts receivable 


and to payrolls 
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MAKCHANT 


SMASHES THE 





BOTTLE-NECK 
...of Figure-work 
Production! 

No Pre-Conditioning Necessary! 


No Change-Over from One Type 
of Problem to Another! 


So Simple, Anyone Can Operate It! 


Standardize on MARCHANT— and 
you'll break the ‘‘bottle-neck”’ in fig- 
ure production. No more delays... 
no slow-downs ...no jams. 


Instantly, and at will, you can inter- 
mingle addition, division, subtraction, 
multiplication — speeding and simpli- 
fying the big jobs as well as the little 
jobs of figuring. 

Your business, whether large, medium 
or small, can profit from MARCHANT'S 
simplicity of operation and top-speed 
performance on any and every kind 
of figure work. 


MARCHANT CALCULATING MACHINE COMPANY 


HOME OFFICE: OAKLAND, CALIFORNIA, U. S. A. 











Sales Agencies and Manufacturer's Service Stations 
Give Service Everywhere! 








This column is devoted to timely data 
useful to ail Cost Accountants. 


MARCHANT 


METHOD 


DIVISION WITH A USEFUL 
FRACTIONAL REMAINDER 


In many cases of commercial calcu- 
lating it is necessary to show the 
remainder of a division in terms of 
the units of the divisor, instead of 
as a decimal fraction of the dividend. 


Examples are when pounds of coal 
are to be converted to gross tons, 
with a remainder expressed in 
pounds; cans of fruit to be con- 
verted to cases, with a remainder 
expressed in cans; pounds of grain 
to be converted to bushels, with a 


remainder expressed as pounds, etc. 


EXAMPLE: Given amount of coal han- 
dled in pounds, to convert it to gross tons 
but with the remainder expressed in 
pounds instead of a fraction of a ton; e.g. 


22 360 450 equals 9982 tons—770 lbs. 
1 561 610 697 “ i 


etc. 


Use CT-10 M Marchant with No. 5 Tab 
Key depressed and decimals at UD 4 & 
O, MD 6 & 2, KBD 6 & 2. (This is a 
setting for Spread Decimal System in Di- 
vision for the problem at hand.) 


(1) Clear-Tab all dials, set up pounds 
(22 360 450) at 2nd Keyboard Dial 
decimal and add. 


(2) Set up conversion factor (2240) at 
6th Keyboard Dial decimal, and di- 
vide. 


Gross Tons (9982) appears in Upper 
Dial. 
Ibs. ) 


Remainder (770 appears in 


Middle Dial. 
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Walker, G. W. We Cut Office Costs. Textile World. March, 1941, p. 76. 
New billing procedure. 
OVERHEAD 
Patton, D. R. Distribution and Control of Manufacturing Expense. Ca- 
nadian Chartered Accountant. May, 1941, pp. 312-24. 
Elements of manufacturing expense; apportionment of manufacturing 


expense to departments; control of manufacturing expense 


PRODUCTION CONTROL 


Alger, P. L. Importance of the Statistical Viewpoint in High Production 
Manufacturing. American Statistical Assn. Journal. March, 1941, pp. 
50-52. 

Avoidance of Bottle-Necks m Production Engineer March 7, 1941, 


p 165 
PUBLIC UTILITIES 
Gray, H. L. Perennial Depreciation Problem. Public Utilities. March 27, 
1941, pp 101-10 
TAXATION 
Cooper, Walter A. Consolidated Excess Profits Tax Returns. Journal of 
Accountancy, May, 1941, pp. 391-417. 


Analysis and interpretation of new provisions governing consolidated 


returns under the Second Revenue Act of 1940. 


TIME AND MOTION STUDIES 


Morrow, R. L. Ratio Delay Study. Mechanical Engineering. April, 1941, 
? 


pp 302-3 


WAGES, SALARIES & FEES 
Loder, T. Rudd. Workmen and Company Profit With Wage Incentive 
Systems. Cost and Management. April, 1941, pp. 456-60. 
Modern profit-sharing and bonus systems increase labor’s output, 


thereby raising wages and cutting unit manufacturing costs 


Problems in Wage Adjustment. National Industrial Conference Board 
1941. 27 pp. 


See also Mechanical Devices. 


ADDRESSES AND PUBLICATIONS LISTED 


American Business, 4660 Ravenswood Ave., Chicago, Ill. (25¢) 


American Statistical Assn. Journal, 1626 K St., N. W., Washington, 
D.C 


Australian Accountant (The), 37 Queen St., Melbourne, Australia 
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Right On the Job Ticket 


...completes and proves 300 per Hour! 







@ So 300 job tickets an hour doesn’t sound very impressive to you? To get that production 
with the ordinary calculating machine, you compute once ... read the answer and copy it 
down... then compute again to prove accuracy ...but you need twice as many machines, 
twice as many operators! 






Almost every factory accounting department has this kind of job to do today. How easy 
to do it with Remington Rand’s new Printing Calculator! The factors are printed on the 
tape, giving instant proof of accuracy ...and just before taking the total, the operator slips 
the job ticket into the machine ...the total (earnings) prints directly onto the ticket, and 
onto the Labor Distribution form which is the carbon copy. Average elapsed time for every 
three-by-three-dizit calculation, printed, decimal’d and verified ... 
only 11.8 seconds! When the chips are down...when the going gets Ppt 
really tough ...you can depend on the Remington Rand Printing woe’ f 
Caleulator to deliver the coods...on every kind of figuring job. 


AFTER DEFENSE, WHAT ? Ayeparate machine for ever 


job is essential in the factory, 









but not in the office not when this one all-purpose figuring machine 
can do so many different jobs for you. Not only addition and direct 
subtraction, but also multiplication and direct division printed 
calculating for markups, discounts, costs, depreciation. Far-sighted 
businessmen agree here's one machine you'll be using, with proht, 
ong years after the defense program is completed. See an action 
demonstration today, at your nearest Remington Rand office. Rem- 
ington Rand In« Buffalo \ 


The Remington Rand 
Printing Calculator 


ONLY R ad Noiseless, Standard, Portable Typewriters . . . Adding, Calculating, Bookkeeping, Punched-Card Accounting 
R mingto” a . . . Kardex Visible Systems, Record Protection, Filing Methods and Equipment, Loose-leaf Devices . . . Phot 
e CAN FURNISH Records Equipment . . . Typewriter Supplies . . . Duplicator Supplies . . . and other Precision Products including 
EVERY OFFICE NEED famous Remington Rand Dual Close-Shaver — Dealers, Sales and Service Offices in 517 Cities 





ction 
»py it 
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Canadian Chartered Accountant (The), 10 Adelaide St. E., Toronto, Ont.. 
Canada. ($2 per year) 

Cost and Management, 66 King St. E., Hamilton, Ont., Canada. (50¢) 

Journal of Accountancy (The), 13 E. 41st St.. New York, N. Y. (35¢) 

Mechanical Engineering, 29 W. 39th St., New York, N. Y. (50¢) 

National Industrial Conference Board, 247 Park Ave.. New York, N. Y 

New York Certified Public Accountant, 15 E. 41st St.. New York. 
N. Y. (25¢) 

Pathfinder Service Bulletin, 330 N. Los Angeles St., Los Angeles, Calif 

Profit, 330 N. Los Angeles a Los Angeles, Calif. 

Public Utilities Fortnightly, Munsey Bldg., Washington, D. C. (75¢) 

Textile World, 330 W. 42nd St., New York, N. Y. (35¢) 

Trusts & Estates, 50 E. 42nd St., New York, N. Y. (60¢) 
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NAME JOHNSON SUPPLY CO., ACCOUNT NO. 684 

aDoress FIFTH & BROADWAY, SHEET NO. 2 

TOWN city. 
“OCT ——- ee vig 
7 BROT FwO | 368.75 368.75 
7 3168 INVOICE 164.45 $33.20 -- 533.20 
10 10/604) CK NO 18433 $2254 

O1SCOUNT 10.66 00. 00. 
12 | 3986 INVOICE 162.10 162.10. 162.10 
14 4132 INVOICE 98.17 260.27 -- 260.27 
20 4710 | INVOICE 215.65 475.92 _- 47592 
23 OM 611| RETURN 22.65 453.27 -- 453.27 
24 5216 INVOICE 108.72 56199 56199 
2 10/980) CK NO 19362 550.75 
| O1SCOUNT a | 00. 
THE NATIONAL COMPANY 
DAYTON. OH!0 
oct2s 19,362) 561.99 11.24 $50.75 _. 
Pay Five HuNORED FIFTY AND 75/100-------------------------------------- DOLLARS 
| JOHNSON SUPPLY CO., 

FIFTH & BROADWAY, 

city. 
To PROGRESSIVE TRUST CO. 

DAYTON. OHIO 




















For Accounts Payable 


THe National 
Bookkeeping Machine, with its 


Typewriting- 


standard typewriter keyboard, 
standard 8l-key amount key- 
board, automatic dater, symbol 
printing keys, optional vertical 
and horizontal posting, full visi- 
bility at the printing line, and 
features, is 


many automatic 





adaptable to any accounts pay- 
able plan. The same machine can 
also be used for accounts receiv- 
able, payroll, general ledger and 
other accounting and bookkeep- 
ing work. A demonstration of the 
National Typewriting-Bookkeep- 
ing Machine will convince you 
of its flexibility and utility. 


The National Cash Register Company 


DAYTON, OHIO 


Cash Registers . . .. 
Bank-Bookkeeping Machines . . 
Posting Machines 


Typewriting-Bookkeeping Machines 


- Check-Writing and 
National Postage Meter Machines 


Analysis Machines 
Signing Machines 
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Applications for Membership 











The Executive Committee has ruled that the names and addresses of all applicants 
for membership in the Association shall be published in the Bulletins for two weeks 
in advance of the date on which they are sent to the Director in charge of Member- 
ship for approval. The following applications will be forwarded te the Director two 
weeks from the date of this Bulletin. Comments in regard to these applications which 
are received from members of the Association during this two weeks’ period will be 
attached to the application before they are forwarded to the Director in charge. 


Baltimore 
Edgar H. Coney, Emerson Hote! Operating Co., Baltimore & Calvert 
Sts., Baltimore, Md. 
James F. Sherrill, 742 E. 37th St., Baltimore, Md 
Justus M. Wirschnitzer, 4501 Hampnett Ave., Baltimore, Md 


Binghamton 
Emmons, 2711 Hall St., Endicott, N. Y. (Co. Transfer from 


George C 


Robert A. Clayton) 


Birmingham 
David E. Wainwright, Zac Smith Stationery Co., 2014 First Ave., N., 
Birmingham, Ala. (Co. Transfer from Zac P. Smith) 


Boston 

Willis L. Conn, 287 Massachusetts Ave., Arlington, Mass. 

Herman H. Golding, 20 Pemberton Square, Boston, Mass. 

William A. Grissy, Lybrand, Ross Bros. & Montgomery, 80 Federal 

St., Boston, Mass. 

Joseph F. Kennedy, 70 Chase St., Beverly, Mass 

Joel L. Miller, William Resnik Co., 619 Washington St., Boston, Mass. 

Malcolm I. Prior, 176 Foundry, South Easton, Mass. 

Frank L. Tucker, General Radio Co., 30 State St., Boston, Mass 
Bridgeport 

Lawrence J. Colman, 103 Savoy St., Bridgeport, Conn. 

William E. Harty, The Metropolitan Body Co., 151 Kossuth St., Bridge- 


port, Conn 
John J. Mulvey, Cileo Terminal Co., 535 Seaview Ave., Bridgeport, 


Conn 
Ernest V. Wallin, 76 Cottage St., Bridgeport, Conn. 


Brooklyn 
De Witt C. Corney, Control Instrument Co., Inc., 67 35th St., Brooklyn, 
N. Y. 
Buffalo 


George ]. Evernden, 475 W. Ferry St., Buffalo, N. Y. 
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AUTOMATIC 
CALCULATORS ~ 





FRID 


ACCURATE FIGURES #1 4 Zubiy 


are an important factor in all defense plans and operations. 
+ ¥ ¥ 
The Fridén Super-matic Tabulating Model “ST-10” 
provides figures RAPIDLY and ACCURATELY. Try 


these amazing Calculators on your own work. 
7 * * 
Fridén Automatic Calculators are Sold and Serviced by a 


Factory trained personnel in over 250 Company con- 
trolled offices throughout the United States and Canada. 


FRIDEN 


CALCULATING MACHINE CO. INC. 


FACTORY AND HOME OFFICE — SAN LEANDRO, CALIF 





June 1, 1941 N. A. C. A. Bulletin 





Chicago 

Ralph E. Ackerman, J. H. Greenhalgh & Co., 1 N. LaSalle St., 
Suite 1040, Chicago, Il. 

Martin H. Cawley, 1422 N. Lotus Ave., Chicago, IIl 

Leroy F. Freet, Pan American Wall Paper & Paint Co., 1737 
Howard St., Chicago, Il 

John P. Kerr, Western Electric Co., 111 W. Washington St., Chicago, 
11] 

Leon J. Krysinski, 1635 Wabausia Ave., Chicago, III 

John R. Vork, 8242 Ellis Ave., Chicago, Il 


Columbus 
John C. Shockcor, Lennox Furnace Co., Inc., 1705 Olentangy River 
Road, Columbus, Ohio 
Detroit 
E. Brewster Ferguson, 18437 San Juan Drive, Detroit, Mich 


Louis G. Provencher, The Detroit Edison Co., 2000 Second Ave., 
Detroit, Micl 


Hartford 


Robert D. Joy, 221 Mercier Ave., Bristol, Conn 


Hawaii 
John S. Trotter, Hawaiian Pineapple Co., P. O. Box 3380, Honolulu 
Hawaii. (Co. Transfer from H. F. Davis) 
Houston 


Walter C. Burer, J. A. Phillips Co., 2002 Second National Bldg., 


Houston, Texas 


Indianapolis 
Wilfred B. Habing, Indiana State Typothetae, 313 Security Trust Co., 


Indianapolis, Ind 


Los Angeles 
James A. Habegger, Aircraft & Accessories Corp., 166 W. Olive Ave., 
Burbank, Calif. 


Milwaukee 
Robert D. Tunge, Allen-Bradley Co., 1326 S. Second St., Milwaukee, 
Wis. (Co. Transfer from Alexander F. North) 
Alexander F. North, Allen-Bradley Co. 136 W. Greenfield Ave., 
Milwaukee, Wis 


Newark 
Howard W. Maze, 113 Lafayette Ave., Chatham, N. J. 


1173 













™ “T1300 Hours Left 
in 1941... 





Time ebbs away... Every clock-tick brings us closer 
to the end of 1941 ... The average business office 
has less than 1300 normal working hours left! The 
only way America can Get more time is to Save it. 
Let’s make Time-Saving a National Obligation. 


F you have a Time Problem in your Account 

ing Department Underwood Elliott Fisher's 
staff of machine accounting specialists is at 
your service. 

If the pace of today’s business is threatening 
to outstrip yesterday's accounting methods . 
if accounting problems tend to disrupt vital 
production schedules and develop into office 


DON’T WASTE A MINUTE! 





bottlenecks, make use of the experience and 
counsel of Underwood Elliott Fisher's great 
staff of machine accounting specialists. 

Perhaps your problem involves accounts re- 
ceivable or payable. It may concern stock con- 
trol, billing, order writing or pay rolls with all 
the records that must be maintained to meet 
Federal and State requirements. 

No matter what your problem may be put 
it up to Underwood Elliott Fisher by telephon- 
ing our nearest Branch today. 

Underwood Elliott Fisher produces three 
complete lines of accounting machines with a 

wide variety of models 














It offers an extrem 





account 


SUNDSTRAND CLASS A ACCOUNTING MACHINE 
One of three complete lines of acce 


in a wide variety of models by Underwood Elliott oe va ists to help you put the 


ly flexible and effectit 


unting machines pr 


ng ait an extremeiy iow cost 


no other accounting machine offers so much for so little 


“in each and, in addition, 
maintains this great na- 
oduced tion-wide staff of special- 


right machine in the 
right place. Why not 
telephone today ? 








UNDERWOOD ELLIOTT FISHER 
COMPANY 
One Park Avenue, New York, N. Y. 


Sales and Service Everywhere 
Underwood 
Elliott Fisher 


Sundstrand 
ACCOUNTING MACHINES 


Copyright 1941, 
Underwood Elliott Fisher Comp 
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New York 
Frederick R. Grochau, 1467 Midland Ave., Bronxville, N. Y 
Alfred Gross, Finch Telecommunications, Inc., 4th & Virginia Sts., 
Passaic, N. J. 
George R. Pearson, The W. L. Maxson Corp., 460 W. 34th St., New 
York, N. Y. 


3ernard W. Peck, Ranger Aircraft Engines, Farmingdale, L. I., N. Y. 


Peoria 
Ray Defenbaugh, The Ray Defenbaugh Co., 311 S. Jefferson St., 
Peoria, IIl. 
George Wm. Landy, 1223 Jefferson Bldg., Peoria, III. 
Willis M. Shortness, Peoria Coca-Cola Bottling Co., 2421 S. Adams 
St., Peoria, Ill. 


Philadelphia 
Francis E. Kennedy, Jacobs Aircraft Engine Co., Pottstown, Pa 
(Co. Transfer from S. W. Townsend) 


Providence 
Bert W. Lindberg, Abrasive Machine Tool Co., East Providence, R. I. 


Rochester 
Harris H. Stoddard, General Railway Signal Co., 801 West Ave.. 


Rochester, N. Y. 


San Francisco 
Thomas M. McDaniel, Jr., International Business Machines Corp., 2: 
Battery St. San Francisco, Calif. (Co. Transfer from B. N 

Luther) 


Washington 
Frank J. Federspiel, 2136 G St., N. W., Washington, D. C 
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OFFICIAL 


N.A.C.A. LAPEL BUTTON 





Every member of the Association ought to 
have an Official Button to wear at Chapter 
meetings, National gatherings and other busi- 


ness conferences. 


These buttons are a reproduction of the seal 
of the Association in blue enamel on a gold 
plate base. They constitute a distinctive 
emblem—a worthy evidence of your affilia- 


tion with the N. A. C. A. 
The price is $1.50. Orders should be sent 


to National Headquarters accompanied by 


remittance. 


National Association of Cost Accountants 


385 Madison Ave., New York City 



































The accurate accounting and statistical reports which 
you require are quickly available by employing the 
International Business Machines Service Bureau. 


Through the medium of punched cards and Electric 
Punched Card Accounting Machines, this Bureau will 
furnish Inventory Reports, Sales and Cost Records, 
Payroll Records, and many others. 


Branches of this Bureau, manned with expert opera- 
tors and supervisors, are located in principal cities. 
They will cooperate with you on a time or complete- 
job basis. Strict confidence, of course, is an underlying 
principle. Call your nearest International representa- 
tive for complete information, or write direct to 
International Business Machines Corporation, 590 


Madison Avenue, New York, N. Y. 


NTERNATIONAL BUSINESS MACHINES CORPORATION 
Nis 


Offices in SUCHINE? Principal Cities 

















BOOKKEEPING 


Speed in every phase of business today 
is urgent. The smallest details connected 
with assembling and recording figures 
offer possibilities of cutting corners, 
conserving precious minutes- The prob- 
lem emphasizes the need for frequent 
analysis ant study of machines an¢ 
methods used on even the most ordinary> 
routine jobs. ** is a problem Monroe 
representatives can be looked to for com: 


petent assistance- 


This bookkeeping ynit is typical of Monroe research. 
Designed so thot " ond ledger 
tray ore oa ed . cutting out 
waste motions, eli eye and fatigve- 


Mon 
ROE C 
ALCULATING MACHINE C 
OMPANY 


District a 
nd b 
ranch offices in all principal 
cipal cities 
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